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-------
Summary
-------

Topping the news this week is the orderly closure of
Urban Bank, the country's 39th largest commercial bank
(by total assets) and the second since the onset of the
Asian economic crisis.  Most observers do not expect the
closure to have much of an impact.  The BSP also moved
this week to hike interest rates in anticipation of
similar moves in the U.S.

2.  These weekly reviews are available on the Embassy's
web site (http://www.usembassy.state.gov/manila).  A
longer and more detailed review of the Philippine economy
can also be found on our web site in the Embassy's
January Economic Outlook.  Feedback on these reports is
invited via e-mail to "SchwartzTP@state.gov".
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------------------------------
Market and Policy Developments
------------------------------



FOREX REPORT
------------

An unexpected hike in overnight rates by the Bangko
Sentral on April 27th began boosting the lackluster peso
back up toward the P41/US$ level.  At its low point in
the prior two weeks (April 17 to April 28), the peso
traded as low as P41.40/US$.  Market reaction to the
hike, however, was only slightly positive; Traders viewed
the 25 basis point increase against the backdrop of the
125 basis points hikes instituted by the U.S. Fed since
July 1999.  Trading was fairly light in this period
surrounding the two-day Easter break April 20 and 21.
The peso, which had closed at P41.17/US$ on April 14
ended this two week period at P41.28/US$ on April 28.

------------------------------------------------------
Exchange Rate Tables
------------------------------------------------------
Date    Weighted        Closing          Volume
        Average       (Pesos/US$)     (Million US$)
      (Pesos/US$)
      -----------     ----------      -------------

MAR 20   40.957          40.960            87.0
21       40.961          40.963           140.3
22       40.915          40.895           240.6
23       40.867          40.870           252.6
24       40.897          40.930           190.2

MAR 27   40.951          40.955           117.2
28       40.943          40.948           214.7
29       41.008          40.995           209.8
30       41.063          41.075           219.6
31       41.086          41.135           120.0

APR 03   41.147          41.135           197.5
04       41.174          41.150           158.6
05       41.172          41.130           150.5
06       41.129          41.120           163.0
07       41.093          41.105           128.6

APR 10   41.115          41.105           132.5
11       41.104          41.117           139.0
12       41.157          41.180           187.0
13       41.166          41.155           140.3



14       41.157          41.170            49.0

APR 17   41.228          41.190           132.0
18       41.189          41.180            84.9
19       41.218          41.230           117.9
20       Markets Closed
21       Markets Closed

APR 24   41.258          41.275            74.5
25       41.342          41.355           129.2
26       41.378          41.310           143.7
27       41.278          41.300           123.8
28       41.279          41.280           136.9

------------------------------------------------------
Source: Bankers Association of the Philippines

CREDIT MARKET REPORT
--------------------

Treasury auctions sent confusing signals in the past two
weeks.  Yields on the shortest-term (91-day) Treasury
bills declined on both April 17 and April 24 while yields
on the longer-term 182-day and 364-day T-bills moved up.
This apparent steepening of the yield curve, however, did
not extend to even longer-dated Treasury bonds.  Yields
on the government’s 7-year bonds dropped 62.5 basis
points on April 18 from the month-earlier auction.
Demand was particularly heavy for the 7-year bonds, where
Treasury made a full award.  Only 80% of the P3 billion
in 10-year bonds were sold as the Treasury again rejected
“unreasonable” bids.

-------------------------------------------------
Domestic Interest Rates (in percent)
-------------------------------------------------

Treasury Bills
--------------
Auction Date   91 days     182 days   364 days
------------   -------     --------   --------
MAR 20          8.982       9.757     10.787
MAR 27          8.912       9.475     10.500
APR 03          8.843       9.385     10.392
APR 10          8.760       9.376     10.391



APR 17          8.744       9.535     10.510
APR 24          8.689       9.555     10.634

Source: Bureau of the Treasury

Prime Lending Rates of 18 Expanded Commercial Banks
---------------------------------------------------
Date of Survey   Average       Range
--------------   -------   --------------
MAR 23           11.2367   9.50 – 13.500
MAR 30           11.2033   9.75 – 13.500
APR 06           11.1758   9.75 - 13.500
APR 13           11.1366   9.50 – 13.375
APR 18           11.1330   9.50 - 13.375
APR 27           11.2353   9.50 – 13.375

Sources: Bangko Sentral ng Pilipinas; Press reports

BOND ISSUE DELAYED
------------------

The government –- in consultation with joint-bookrunners
ABN AMRO, Credit Suisse First Boston and JP Morgan –- has
decided to defer a planned $700 million euro-currency
bond offering until market conditions improve.  The
recent roadshow in Frankfurt, Milan and London reportedly
met with a good reception from European investors, but
the recent volatility in U.S. bond and equity markets had
clouded pricing prospects.

BSP HIKES OVERNIGHT RATES
-------------------------

Believing that the U.S. Fed will soon hike the discount
rate by up to 50 basis points by May or June, the policy
setting Monetary Board of the Bangko Sentral ng Pilipinas
(BSP, the central bank) surprised markets on April 27
with the announcement of a 25 basis point hike in
overnight rates effective May 2.  The new rates will be
8% for borrowing and 11.25% for lending.  BSP Governor
Rafael Bueneventura said that aggressive Fed action to
slow down the U.S. economy would impact "not only our
exchange rate but also the rest of our financial numbers"
such as inflation.  The BSP last cut rates 25 basis
points on November 3, 1999.  Rates were temporarily
raised 100 basis points in anticipation of Y2K problems



at the end of the year; a two-tiered borrowing scheme
intended to encourage domestic lending was abolished in
February.

STOCK MARKET REPORT
-------------------

Trading in Philippine stocks has been moribund, with
daily values of trades in the last week of April
averaging well below P1 billion.  (The year to date daily
average is nearly P2.1 billion.)  Traders continue to be
concerned over perceptions of political instability,
accentuated by renewed security threats in the South, as
well the closure of a commercial bank this week.  On this
poor performance, the 33-share Philippine Stock Index
(PHISIX) sank below 1600 for the first time since October
1998 to close on April 28 at 1598.73.  This represents a
6.6% drop from its April 14 close of 1712.54.

-------------------------------------------------
Philippine Stock Exchange Index (PHISIX) and
Value of Shares Traded
-------------------------------------------------

Date     PHISIX             Value
         Close          (Million pesos)
----     ------------   ---------------

MAR 20   1657.07            1373
21       1651.40            2047
23       1646.91            2199
24       1680.58            2256
25       1681.71            2209

MAR 27   1697.25            2280
28       1701.08            1857
29       1691.14            6015
30       1697.81            1471
31       1681.72            1686

APR 03   1688.32             976
04       1682.53            1070
05       1691.05            2634
06       1713.24            1079
07       1738.49            1223



APR 10   1796.66            1425
11       1757.45            1241
12       1744.57             974
13       1725.98            1107
14       1712.54            1293

APR 17   1637.54            1441
18       1648.13            1435
19       1664.00            3629
20       Markets Closed
21       Markets Closed

APR 24   1664.46             482
25       1647.56             945
26       1639.83             913
27       1620.53             950
28       1598.73            1046

---------------------------------------------------
Source: Philippine Stock Exchange

SECOND COMMERCIAL BANK CLOSES
-----------------------------

Urban Bank, which at the end of 1999 was ranked 39th
among commercial banks by assets (with total assets of
P12.23 billion or about US$300 million), declared a bank
holiday Wednesday, April 26 in the face of massive
withdrawals.  Later that same day the BSP decided to
close the bank due to a serious liquidity crisis.
According to bank officials, depositors lost confidence
in the bank as it had applied for a second consecutive
downgrade in its banking license.  Urban Bank was
downgraded from an expanded commerical bank ("universal
bank") to a regular commercial bank in 1998.  Its
application in late 1999 to downgrade one step further to
a thrift bank, the result of Urban's inability to meet
increased capitalization requirements, had been approved
by the BSP in early 2000.  Other sources indicate the
liquidity crisis was sparked by a fall in the fortunes of
the bank's subsidiary, Urbancorp Investments, which has
been described as having engaged in "unconventional"
market dealings and transactions.



Urban Bank is the second commercial bank that has closed
since the onset of the Asian economic crisis.  The first,
Orient Bank, declared a bank holiday in February 1998 and
was finally closed in October 1999 amidst allegations of
fraud.  In contrast to that drawn-out ordeal, the
Philippine Deposit Insurance Corporation (PDIC) has moved
extremely quickly to pay off insured depositors.  BSP
chief Buenaventura said the high level of computerization
at Urban Bank would speed examination of records and ease
paying out insured depositors.  It apparently is also
helping to shore up confidence in other banks; a source
in the BSP tells the embassy that apart from some heavy
withdrawals in a few provinces, most banks are not seeing
a spreading of the run that killed Urban Bank.
Nevertheless, the BSP also announced on April 27 that it
was readying a new fund to provide additional liquidity
to any banks hit by heavy withdrawals.

Before the crisis struck, Urban Bank was in talks with
Banco de Oro (BDO, controlled by real estate developer
Henry Sy) for a merger.  Urban Bank officials have
repeatedly stated that the bank is solvent, and that
talks with BDO and other potential buyers continue.  A
BDO spokesman confirmed its continuing interest in Urban
Bank, and said the closure will give BDO more time to
undertake due diligence.  BSP Chief Buenaventura has said
he hopes Urban Bank can be resuscitated, in one form or
another, within 30 days.

ADB SEES SLOW PHILIPPINE GROWTH
-------------------------------

The Asian Development Bank (ADB) released its Asian
Development Outlook 2000 on April 26.  The ADB, which had
earlier foreseen GDP growth in the Philippines of 3.8% in
2000 is now suggesting a GDP performance of 4-5%.  (Many
observers have complained of the ADB's characterization
of such growth as sluggish, despite the upgraded
forecast; the "sluggish" distinction relates more to the
Philippines' expected performance vis-a-vis its
neighbors.)  The report notes that services had continued
to grow in spite of the crisis, and that an agricultural
rebound from the 1998 drought boosted 1999's performance.
However, industrial output was slow to recover and
contributes a shrinking share of the Philippine economy.
On the other hand, inflation and trade numbers are quite



good, the report noted.  The report says that future
growth will be contingent on (a) prudent macroeconomic
management; (b) continued and diversifying export growth,
and (c) structural changes to address poverty reduction,
proper environmental management, and infrastructure
development.  The ADB's press release is available on the
internet at www.adb.org.

NON-PERFORMING LOANS INCH UP
----------------------------

The commercial banking system’s non-performing loans
increased by 2.5% (P5 billion) month-on-month in
February, after increasing 4% (P7.8 billion) in January.
Total Loans outstanding declined for a second consecutive
month (although they have been up modestly year-on-year
since November).  As a result, commercial banks’ overall
NPL ratio inched up from 13.4% to 13.8%.  Bankers expect
loan growth to accelerate as the economy recovers but
most analysts cap the credit expansion at 10%.  Banks
continue to beef up loan loss provisions and focus on
cleaning up their respective portfolios of non-performing
assets.  As of February, restructured loans -– without
which banks’ NPL ratios would be higher –- had ballooned
by over 40% (P22 billion) from the end of 1999, rising
from 3.4% to 5.1% of outstanding loans over that two-
month period.

---------------------------------------------------------
    COMMERCIAL BANKING SYSTEM – SELECTED INDICATORS
             (Amounts in Billion Pesos)
---------------------------------------------------------

             Total               NPL        Restructured
             Loans     NPL’s     Ratio(%)   Loans
               -----     ------    --------   -----------
--

Dec 1997   1,573.1      72.2       4.59       15.2

Dec 1998   1,542.5     160.0      10.37       47.1

Mar 1999   1,484.5     195.8      13.18       51.9
Jun        1,505.6     197.0      13.08       55.4
Sep        1,557.1     208.8      13.40       66.1
Dec        1,582.9     195.4      12.34       54.5



Jan 2000   1,513.0     203.2      13.43       75.9
Feb        1,509.5     208.2      13.79       76.5
---------------------------------------------------------
Source:  Bangko Sentral ng Pilipinas

FEBRUARY 2000 MANUFACTURING OUTPUT
----------------------------------

The National Statistics Office’s latest (February 2000)
Monthly Integrated Survey of Selected Industries (MISSI)
showed continued gains in sales and production volumes.
Overall production volume increased by 6.8% year-on-year
and overall sales volume by 6.3%.  Sales registered
positive year-on-year growth for a sixth consecutive
month, and overall manufacturing output for a third
consecutive month.  These statistics have boosted
optimism for stronger manufacturing growth in 2000 from
1999’s stop-and-go pattern –- spurred by more robust
overall demand and heavily drawn down inventories.

---------------------------------------------------------
MONTHLY INTEGRATED SURVEY OF SELECTED INDUSTRIES
---------------------------------------------------------
                              Year-on-Year Growth (%)
                  Production Volume     Net Sales Volume
                  -----------------     ----------------
January 1999           -12.4                -19.0
February                -8.4                -13.8
March                   -1.6                 -4.9
April                   -1.1                  1.4
May                     -1.3                 -4.4
June                    -6.5                 -3.0
July                    -6.3                 -5.8
August                  11.1                 -4.8
September                1.1                 11.9
October                  6.6                 13.5
November               -11.7                  8.9
December                12.8                 12.1

January 2000            14.2                 20.0
February                 6.8                  6.3
---------------------------------------------------------
Source:  National Statistics Office

SEC APPROVES UNIWIDE’S REHAB PLAN



---------------------------------

The Securities and Exchange (SEC) Commission has approved
a rehabilitation plan for Uniwide, a publicly-listed
hypermart operator that had unsuccessfully expanded into
mall development and real estate activities.  A majority
of Uniwide’s secured and unsecured creditors posed no
objection to the rehab proposal (which, among others,
calls for the firm to return to its core business --
i.e., operating warehouse clubs).  Uniwide filed for debt
suspension with the SEC (analogous to Chapter 11) in 1999
with liabilities estimated at over P11 billion.  The
company’s interim receivership committee stressed that
the SEC’s approval of the rehab plan was absolutely
necessary for Uniwide to close buy-in by French retailer
Casino.  Casino has agreed to buy 60% of Uniwide from the
Gow family, provided the firm was debt-free.  If
consummated, Casino’s investment will be the first by a
foreign retailer under the Philippines’ new retail trade
law.

BANK NOTES
----------

Bank of China: According to press reports, the Monetary
Board has agreed to give the last branch banking license
to Bank of China (BOC).  The license, one of ten
authorized by the 1995 amendments to the General Banking
Act, was surrendered by Development Bank of Singapore
(DBS) after it bought 60% of Bank of Southeast Asia (now
DBS Philippines). At least two American banks and several
European banks had shown interest in the license.  An
unidentified source at BSP told the press that the offer
is conditional on China granting a Philippine bank a
license to open a branch in China.  Both Allied Bank
(controlled by Lucio Tan) and MetroBank (controlled by
George Ty) have applications pending with Beijing.
Observers think Allied Bank is likely to get the nod over
the far larger MetroBank because of politics.  Lucio Tan
is known to be close to Beijing while MetroBank already
has a branch in Taipei.

Bank Profitability: Philippine banks had a return on
equity of only 3.34% in 1999, barely half the 6.03% ROE
they recorded in 1998.  BSP Governor Buenaventura told



the press he does not expect bank profitability to
improve to pre-crisis levels “for a long time.”

Equitable-PCI: Equitable-PCI Bank has decided to sell its
65.09% stake in Bankard, a credit-card issuer, to Rizal
Commercial Banking Corporation (RCBC).  The sale is
expected to yield P800 million.  Bankard has 308,000
customer accounts.  The Bankard stake belonged to PCI
Bank before the Equitable-PCI merger.  Equitable already
owned the country’s largest credit card operation,
Equitable CardNetwork, Inc., with over 700,000 customer
accounts.  The Securities and Exchange Commission (SEC)
has yet to rule on whether RCBC will have to make an
equal offer to Bankard’s minority shareholders.

Rural Bank Closed: The Philippine Deposit Insurance
Corporation (PDIC) has taken over the Rural Bank of Tuy,
located in Batangas Province south of Metro Manila.  The
bank had only 2,197 customer accounts, according to PDIC.

TRADE SURPLUS EXPANDED TO $419 MILLION IN FEBRUARY
--------------------------------------------------

The Philippines' merchandise trade surplus rose to $419
million in February from January’s $65 million.  Exports
grew 6.8% month-on-month to $2,902 million while imports
dipped 6.3% to $2,483 million, the National Statistics
Office reported.  February imports reflect earlier
forecasts by private sector economists that demand early
in the year would slow down following higher-than-
expected imports in December 1999.  Despite the month-on-
month 10% increase in February imports from Japan (19%
share), the U.S. (20% share) remains the Philippines’
major supplier for the first two months of 2000.

    PHILIPPINE FOREIGN TRADE PERFORMANCE
         January - February 2000
       (FOB value in Million US$)
----------------------------------------------
Jan 1999         2,581       2,398         183
Feb              2,569       2,255         315
Mar              2,702       2,652          50
Apr              2,346       2,598        (252)
May              2,747       2,533         214
Jun              2,857       2,671         187
Jul              2,851       2,791          60



Aug              3,212       2,661         551
Sept             3,693       2,548       1,145
Oct              3,458       2,613         845
Nov              3,073       2,351         722
Dec              2,944       2,653         291

Jan 2000         2,717       2,651          65
Feb              2,902       2,483         419

Jan-Feb 1999     5,150       4,653         497
Jan-Feb 2000     5,619       5,134         485
----------------------------------------------
Source: National Statistics Office

PEZA PROPOSES TO REGISTER SINGLE BUILDINGS AS IT PARKS
------------------------------------------------------

Philippine Economic Zone Authority (PEZA) Director
General (DG) Lilia de Lima reported the PEZA Board has
agreed to register single buildings, not only complexes,
as information technology (IT) parks.  To be considered
for registration, the building should have at least
25,000 square meters of floor area allocated for IT
service exporters.  The decision stemmed from the
application of a leading commercial bank (Rizal
Commercial Banking Corporation) to declare its twin tower
project at the Makati central business district as an IT
park.  Department of Trade and Industry secretary Mar
Roxas has favorably commented that PEZA’s proposal to
open the door to developers of single buildings would
encourage new investments.  PEZA has so far approved
three IT parks, all of which have a cluster of high-tech
buildings over a lot size of at least five hectares.
These are: (1) Silicon Alley IT Park in Fort Bonifacio,
Makati; (2) Eastwood City Cyber Park in Quezon City; and
(3) Northgate Cyberzone in Alabang.  There will be
opportunities for single buildings in the business
districts of Ortigas and Makati to be registered as IT
parks, and enjoy the same package of investment
incentives PEZA offers to complex IT parks, which require
more money to develop and maintain.  A final review by
the Board in May is expected to pave the way for this new
opportunity.


